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2. FEDERALLY QUALIFIED HEALTH CENTERS AND RURAL HEALTH CLINICS 
a. Definitions. 

"Federally qualified health center"(FQHC) means a health care providerthat receives a 
grant under Section330 of the Public Health Service Act or be determined to meet the 
requirements for receiving such a grant Sewicesby Health Resources and 
Administration. 

"Rural health clinic"(RHC) means a health cart? providerthat has been designatedby the 
U.S.Public Health Service, orby the Governor andapproved by the US.Public Health 
Service, in accordance with theRural Health CIinics A d  to be 1RHC. 

'Center," for the purposesof this section, means batha FQHC and a RHC. 

b. Reimbursement. 

Centers will be reimbursed undera prospective payment system(PPS),in accordance 
with the provisionsof section 1902(aa) of the social Security Act, for 100 percent of the 
reasonable and efficientcosts incurred by the Center. A baseline payment ratewill be 
determined individuallyfor each enrolled Center. Once determined,the baseline payment 
rates willbe adjusted annually using the Medicare EconomicIndex (MEI). 

Payment for services providedon or after January1,2001, shall be made usinga specific 
rate for each Center as specified herein. 

i.  Baselinepaymentrates. 

A. For each Center, the Departmentwill calculate a baseline medical encounter rate 
and, for each Center that offers dentalservices,a baseline dental encounterrate, 
using the methodology specified herein. Thecost basis for the baseline rates 
shall be drawn fromcost reports for Center fiscal years endingin 1999 and 2000 
or, in the instance of a Center that did notoperate during theentirety ofthose 
periods, cost reports that cover the portions of those periodsduring which the 
Center was in operation. 

8. The baseline paymentrate shall be based upon allowablecosts, reported by the 
Center, that are determined bythe Department tobe reasonable and efficient. 
The method for determining allowable directcost factors is similar to that used for 
Medicare. There are two significant differences: (1) the Department's 
methodology considerscostsassociated with services not covered under 
Medicare (e.g., pharmacy, patient transportation,medical case management, 
health education,and nutritional counseling); and,(2) reasonable constraints on 
allowable overhead cost,as described in v.D below, and total cost per encounter. 

C. The baseline payment for a Center shallbe the average (arithmetic mean) of 
the annual reasonablecosts per encounter, calculated separatelyfor each the 
fiscal years forwhich cost report data mustbe submitted, using the methodology 
specified in D for the medical encounter rateand Efor the dental encounter rate. 

D. Annual reasonablecost per medicalencounter. 

1. The annual reasonable cost permedical encounter shallbe the lesser o f  

- The annualcost per encounter, as calculatedin D.4;or 
- The reasonable cost of providing amedical encounter, which shall be 

105 percent of the statewide medianof the calculated annual costsper 
encounter for FQHCs or RHCs, as the case may be. 

2. Core services component. 

TN #01-010 Approval date: Effective Date: 01/01/2001
SupersedesTN #98-014 
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The core services componentis the sum of the following two components: 

- The allowable directcost per encounter, whichis the quotientof the 
allowable direct cost,as defined in i.B, for core services divided by the 
greater of (1)number of encounters reported by directstaff, or (2) the 
number of encounters resultingfrom the application of the minimum 
efficiency standard foundin v.A. and 

- The allowable overheadcost per encounter, whichis the product of the 
allowable direct cost per encounter multipliedby the Center's allowable 
overhead ratefactor. 

3. supplemental services component. 

The supplementalservices component is the sum of the following two 
components: 

- The allowable supplementalcost p e r  encounter, which is the quotient of 
the cost of pharmacy, patient transportation, medicalcase management, 
health education, nutritionalcounseling, and other non-core services, 
excepting only dental services, providedby the Center, dividedby the 
greater of (1) the number of encounters reported by direct staff or (2) the 
number of encounters resulting fromapplication of theminimum 
productivity standardfound in v.A, and 

- The allowable overhead cost per encounter, whichis the product of the 
allowable supplementalcost per encounter multiplied by the Center's 
allowable overheadrate factor. 

4. Annual cost per encounter. 

The annual medical costper encounter is the sum of the core services 
component, as determined inC.2, and the supplementalservices component, 
as determined in C.3. 

E. Annual reasonable cost per dental encounter. 

1, The annual reasonable cost perdental encounter shall, b e  the lesserof: 

- The annual cost per encounter, as calculated in E.2; or 

- The reasonable cost of providing a dental encounter, which shall be 105 
percent of thestatewide median of thecalculated annual costs per 
encounter for FQHCs orRHCs, as the case may be. 

2. Annual costper encounter. 

The annual a t  per encounteris the sum of the followingtwo components' 

- The allowable direct cost per encounter,which is the quotient of the 
allowable direct dental cost, asdefined in i.B. divided by the greater of 
(1)the numberof encounters reportedby direct dentalstaff,or (2) the 
number of encounters resultingfrom the application of the minimum 
efficiency standard foundin v.B, and 

- The allowable overhead cost per encounter.which is the product ofthe 
allowable direct cost per encounter multipliedby the Center's allowable 
overhead rate factor. 

TN #01-010 Effective Approval Date: 01/01/2001date: 
Supersedes TN #98-014 
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I t .  

iii. 

iv. 

1. 

F. 	 For any individualeligible under the medical assistance programs administered 
by the Department, Center maybill only one medical encounter and one dental 
encounter p e r  day. 

G. Claims submitted to the Department must complywith the requirementsin the 
applicable providerhandbook and relatedprovider notices and must identify all 
services provided during the encounter. 

Cost basis. 

Each Centermust annually complete a cost report,in a format specified by the 
Department,for  the Center's fiscal year. Each FQHC must also annually submit a 
copy of financial statements auditedby an independent Certified Public Accountant 
The cost report and audited financial statementsmust be f i l e d  with the Department 
within 180 days of the close of the Center'sfiscal year, exceptfor cost reports and 
audited financial statements for Center fiscal years1999 and 2000which, in the case 
of FQHCs must be filedwith the Departmentno later than November30,2001, and in 
the case of RHCs, mustbe filed no laterthan March 30,2002. Except forthe first 
year during whichthe Center beginsoperations, the cost report must cover a full 
fiscal year ending onJune 30 or other fiscal year which has been approved by the 
Department. Payments will be withheld from any Center whichhas not submittedthe 
cost reportby the applicable filing deadline, until suchtime as the reportsor audited 
statements are received and approved by the Department. 

Establishment of initial year payment amountfor a new Center. 

For any Center that begins operation on or after1January 2001,the payment rate 
per encounter shall be median of the payment rates per encounter of neighboring 
FQHCs or RHCs,as the case may be,with similar caseloads. If the Department 
determines that thereare no such comparable Centers,then the rate per encounter 
shalt be the medianof the payment ratesper encounter for all FQHCs or RHCs,as 
the case may be, statewide. 

Rate adjustments. 

A. Initial rate determinations 

1. 	 On or about January 1,2002. the Department shall determine the medical 
and dental encounter rates for each participating FQHC. These rates shall 
be paid for services provided on or after January 1,2001, Claimssubmitted 
prior to the entry of these rates into the Department's claims processing 
system shall be reconciled for eachaffected FQHC. 

2. 	 On or before January1,2003, the Department shall determine themedical 
and dental encounterrates for each participatingRHC. These ratesshall be 
paid forservices provided on or after January 1, 2001 Claims submitted 
prior to the entry of these rates into theDepartment's claims processing 
system shall be reconciled for eachaffected RHC. 

B. Annualadjustment 
Beginning January 1 2002, and annually thereafter,the Departmentwill adjust 
baseline ratesby the most recently availableMEI. The adjusted rates shall be 
paid for services providedon or afterthe date of adjustment. 

C. Scope of service adjustment. 

If a Center significantly changesits scope of services, the Center may request 
that a n e w  baseline encounterrate be determined.,Adjustments to encounter 

TN #01-010Date: Effective date: Approval 01/01/2001
Supersedes TN #96-014 
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rates will b e  made only if the change in the scope of services 
results in a difference ofat least five percent fromthe Center's 
current rate. The Department may initiatea rate adjustment, based 
on audited financial statements andcost reports, if the scope of 
services has been modifiedin a way that would r e s u l t  a change 
of at leastfive percent fromthe Center's current rate. 

v. 	 Reasonable cost considerations. 
The following minimum efficiency standardswill be applied to 
determine reasonable cost: 
A: Medical direct care productivity. 

The Center must average 4,200 encounters annually perfull-time 
equivalent (FTE) for physiciansand 2,100 encounters perFTE for 
mid-level health care staff(Le., physician assistants, nurse 
practitioners, specialized nurse practitioners, and nurse midwives). 

8. Dental direct care productivity. 
The FQHC must average 1.5 encounters per hour perFTE for 
dentists. 

C. Guideline for non-physician health carestaff. 
The maximum ratioof staff is four full-time equivalentnon­
physician health care staff for eachFTE staff subject to the direct 
care productivity standards in A and B above. 

D. Allowable overhead. 

The maximum Medicaid allowable overhead costis 35 percent of 
allowable directcost. 

The Departmentshall make payment adjustments toa Center if it 
provides care through a contractual arrangement with a Medicaid 
Managed Care Organization(MCO) and is reimbursed an amount, 
reported to the Department,that is less than the minimum payment 
required in42 U.S.C.1396a(aa). All such services must be defined in 
a contract withan MCO. Such contracts mustbe made available to  
the Department. For each Center so eligible, a payment adjustment 
shall take into consideration the total payments madeby the MCO to 
the Center (includingall payments made on a service-by-service, 
encounter, or capitation basis) and any transitional payments madeby 
the Department as definedin Attachment 4.19-8; page 1.E. In the 
event that Center cost datarelated to MCO sewices are unavailableto 
the Department, an estimate of such costs may be used that takesinto 

TN #01-010 Approval date: Effective Date: 01/01/2001 
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consideration other relevantdata. Adjustments will be made, no less 
often thanquarterly, only for Medicaid eligible servicesas defined in 
this State Plan. All such services must be defined in a contract with an 
MCO. Such contracts must be made available tothe .Department. 

vii. Audits. 

All cost reports willbe audited by the Department. The center willbe 
advised of any adjustment resultingfrom these audits. 

vii. Appeals. 

Appeals of audit adjustmentsorrate determinations must be submitted 
in writing to the  Department. All appeals submittedwithin 30 days of 
rate notification shall, if upheld, be made effective asof the beginning 
of the rate year. The effectivedate 'of all other upheld appealsshall be 
the firstday of the month following the date the complete appealwas 
submitted. The Department shall rule on all appeals within 120 days 
of the dateof the appeal except that, if the Department requires 
additional information from the Center,the period shall be extended 
until such time as the information is provided. Appeals for any rate 
year must be filed beforethe close of the rate year. 

viii. Alternate paymentmethodology for government-operated Centers. 

A Center operated by a State or local government agency mayelect to 
be reimbursed under the alternate payment methodologydescribed in 
this subsection viii. 
A. 

B. 


C. 

TN #01-010 

The State or local government agency shall enterinto an 
interagency or intergovernmental agreement,as appropriate, with 
the Department that specifies the responsibilities of the two parties 
with respectto services providedby the Center and the funding 
thereof. 

The Center operatedby a State orlocal government agencyshall 
be reimbursed by the Department on a per encounterbasis 
according to the provisionsof subsections i through vii of this 
section. 
The Stateor local government agencyshall c e r t i f y  the expenditure 
of public fundsin excess of reimbursement received from the 
Department, under paragraph6, and any reimbursement from 
other payers (e.g.,an insurance company, a managed care 
organization) for services providedto individuals eligiblefor medical 
assistance programs administered by the Department. provided the 
funds werenot derived from a federal funding sourceor were not 
otherwise used as a State or local match for federal funds. The 
certification shall be in a form and format specified by the 

Approval date: Effective Date: 01/01/2001 
SupersedesTN #98-014 
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Department. The certification shall be filed within 30 days after the 
submission of the annual cost report. The certification shall 
compare expenditureswithin that cost reporting period to payments 
received/receivable for that same period. 

D. The certified expenditures shall be used by the  Department to 
claim federal financial participation. Federal funds resulting from 
the claiming of the certified expenditures shall be distributed, 
according to the provisions of the agreementreferenced in 
paragraph A, to the State or the government agency that operates 
the Center that provided the services. 

TN to1-010 Approval date: Effective Date: 01/01/2001
Supersedes TN #98-014 
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3. 

7/01 4. 	 PRESCRIBED DRUGS: 
Effective 7.July 1.2001. pharmacies will be reimbursed for prescribed dugs 
on the following basis: the lower ofeither their usual and customary charge KO the general public, 
or the lower of:  

7/01 a. 	 Singleand multiple source legend products for ­
which the average wholesale price is actual 
marker average wholesale prim 

7/01 

-
C. Other multiple source legend products not 

7101 approved for generic interchangeby the Illinois 
department ofPublic Health 

-d. 	 Orher multiple source legend products approved
for generic interchange by the Illinois 
department of Public health, 

7101 

-

d. 

7101 

actual market wholesale cost plus
dispensing fee 

standard padage siteAWP o f  
NDC on claim, less 42P APIUSa 
dispensing feemwhokdc 

diq%&&x orHCfa FUL plus 
a dispensing fee 

standard package size AWP of 
NDC claim. less+320%plus a 
dispcnsing fee or State upper
Limit plus a dispensing feeor 
HCFA fulunit price plus a 
dispnstngfee 

Approval Date effective Dare 01-01-0 1 


